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CHAD: KEY BCONOMIC INDICATORS 
(IN MILLIONS OF U.S. DOLLARS UNLESS NOTED) 


1986 1987 19 1989** 


DOMESTIC ECONOMY 


POPULATION (MILLIONS) * 
POPULATION GROWTH (%)* 
GDP 

GP GROWTH RATE 

PER CAPITA INCOME (S) 


GDP_BY SECTOR 


PRIMARY: 
(AGRICULTURE, LIVE- 
STOCK AND FISHING) 


SECONDARY : 
(MFG, CONSTRUCTION, 
ELECTRICITY, WATER) 


TERTIARY: 

(TRADE, TRANSPORT, 
COMMUNICATIONS 
AND ADMINISTRATION) 


GOVERNMENT FINANCE 


BUDGETARY REVENUES 
BUDGETARY EXPENDTRS 
DEFICIT 


BALANCE OF PAYMENTS 


EXPORTS (FOB) 98.7 109.3 144.0 145.1 174.2 

OF WHICH COTTON IS 42.4 41.1 68.5 68.3 84.0 
IMPORTS 212.2 225.6 228.3 234.0 264.4 
TRADE BALANCE -113.6 -116.3 - 84.3 -88.9 -90.3 
SERVICES (NET) -130.1 ~137.5 -152.4 -150.0 -172.0 
TRANSFERS (NET: PRIVATE 

AND PUBLIC) 184.3 228 .3 218.2 206.9 223.4 
CURRENT ACCOUNT BALANCE -59.4 -25.5 -18.5 “33.1 -38.9 
FOREIGN RESERVES 15.9 52.1 62.1 68.7 not avail. 
F/X RATE (FCFA/USS) 345.0 301.0 298.0 321.0 294.0 


* DATA NOT CONSIDERED RELIABLE SINCE NO NATIONAL CENSUS HAS EVER BEEN TAKEN. 
** PROVISIONAL 


*** PROJECTED 


NOTE: THE FORHGOING ECONOMIC STATISTICS DIFFER FROM THOSE SUBMITTED IN 
PREVIOUS EDITIONS OF THE CHAD FET DUE TO SIGNIFICANTLY IMPROVED DATA RECENTLY 
ASSEMBLED BY THE GOVERNMENT OF CHAD AND OTHER ORGANIZATIONS. 





SUMMARY 


Chad's efforts to revitalize its econamy have met with mixed results. 
Cotton remains the foundation of the Chadian econamy, but the country is 
still suffering from the effects of the precipitous fall in world cotton 
prices in 1985. Essential reforms in the management amd operation of 
Cotontchad, the country's primary manufacturer, with many layoffs and 
gin closings, have reduced local buying power and prampted a 
corresponding reduction in the production of Chad's other major 
manufacturers. Reconstruction of war-damaged buildings and new 
construction starts continue at a rapid pace in N'Djamena. Although not 
as plentiful as in 1988, rainfall in 1989 was still sufficient to permit 
an almost 22 percent increase in cereals production over the drought 
year of 1987. 


A 50 percent drop between 1985 and 1987 in the world price of cotton, 
rigidly maintained producer prices, an appreciation of the CFA franc 
(FCFA), and increased production costs due to low capacity utilization 
combined to undermine the financial situation of the country's largest 
enterprise and national cotton company, Cotontchad. Chadian production 
costs were nearly double the world cotton price fram 1984-86. 
Cotontchad went from an operating surplus of FCFA 11.6 billion in 
1983-84 to the brink of bankruptcy by 1988 with FCFA 40 billion in 
cumulative losses. Major donor assistance provided by a World 
Bank-sponsored consortium with substantial French participation has 
saved Cotontchad from the threat of bankruptcy and will support its 
projected deficit operations through 1991. 


U.S. econanic interests in Chad remain minimal. Esso Chad, a 
Shell/Chevron/Exxon consortium, renewed its exploration concession in 
Chad in December 1988 with two five-year leases. The presence of 
sufficient oil reserves in the Sedigi fields near Lake Chad has been 
confirmed, and the government is proceeding with a project to construct 
a micro-refinery in N'Djamena during the early 1990s. This project will 
be funded by the World Bank and the Shell consortium partner. Hunt 
International Petroleum Company, which also signed a concession 
agreement with the Chadian Government in December 1988, is comducting 
geological and seismic surveys in central Chad. 


Foreign donor assistance continues to furnish most resources for 
long-term development projects. Such activities present U.S. firms with 
their best sales possibilities in Chad. U.S. direct investment will 
probably continue to be negligible. 

CURRENT ECONOMIC SITUATION AND TRENDS 


Background 


Covering an area of 496,000 square miles in the heart of Africa, Chad is 
a landlocked country almost twice the size of Texas. Chad has two major 
climactic zones separated by a wide transitional Sudano-Sahelian zone: 
wooded humid river valleys in the south and barren Sahara in the north. 
Chad's topography is generally flat, except for a range of hills 
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along the eastern border and mountains in the far north. The Chari and 
Logone rivers, and most drainage, flow into Lake Chad, which has no 
outlet. N'Djamena has three seasons: rainy (June to October), dry 
(November to February), and hot (February until the rains begin). 


Chad has one of the world's lowest population densities, possessing a 
multi-ethnic population of only some 5.5 million inhabitants. Nomadic 
or semi-namadic Moslem herders inhabit the northern and central regions 
of Chad, while sedentary farmers, mostly animists or Christians, live in 
the more densely populated southern and southwestern regions. Millet, 
sorghum, beef, mutton, and fish constitute the main diet. Chadian 
Arabic is the language of the north and the Sara language group is the 
most cammon in the south. French and Arabic are the official languages 
of Chad. 


Political/Economic Overview 


In December 1990, the regime of President Hissein Habre was overthrown 
by the forces of Colonel Idris Deby, a former senior military advisor to 
the President. After coming to power in 1982, President Habre attempted 
to overcome drought, civil war, and Libyan incursions into Chad. By the 
end of 1987, the situation seemed to have stabilized. Chad was making 
steady progress toward political stability, and multi-candidate 
elections were held in 1990. However, festering problems between 
Habre's government and members of the Chadian Zaghawa ethnic group led 
to the 1990 overthrow of the government, bringing Idris Deby to power. 


Colonel Deby is generally expected to continue the econamic policies of 
the previous regime. The Deby government has promised to maintain 
existing econanic programs and to support U.S. investment in Chad. He 
has indicated his government is willing to reaffirm existing business 
agreements. Deby has also stated that his government is cammitted to 
multiparty democracy and human rights. 


Agriculture and Animal Husbandry 


Although not as plentiful as in 1988, rainfall in 1989 was sufficient to 
support an increase in cereals production over the drought year of 1987, 
and the outlook for the agricultural sector, employing almost 80 percent 
of the labor force, remains good. Cereals production in the 1987/88 
campaign reached 568,700 metric tons (MT), and a very wet rainy season 
in 1988/89 contributed to a further increase in production to 769,200 
MT. Cereals production in 1989/90 will reach 696,100 MT. Given Chad's 
limited transportation infrastructure, however, continued international 
assistance may well be required to compensate for crops which fail due 
to localized drought, flooding, or pestilence. 


In 1989, total livestock was estimated at almost 9.8 million head, of 
which almost 4.2 million were cattle, approaching the size of Chad's 
pre-drought herds and representing an annual increase in herd size of 
2.7 percent. During 1989, Chad exported almost 51,955 head, still down 
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from the 170,000 head exported in 1985. Chad produced 24,200 tons of 
meat in 1989, one-third of which was exported. In the past, Chadian 
livestock officials estimated that as much as 70 percent of total 
livestock sales were conducted illegally across the borders with Nigeria 
and Cameroon, the two primary consumers of Chadian livestock. During 
1989, Chad exported 320,000 skins and hides, mainly to Nigeria, Italy 
and Spain, and 151,000 kilograms of fresh meat. The monopoly of the 
livestock parastatal, Chadian Corporation of Animal Resource Exports 
(SOTERA), was abolished in 1988, and SOTERA no longer controls licensing 
for Chadian livestock exporters. During 1989, the government continued 
liberalization of export and import regimes and also initiated a cost 
recovery program for veterinary services. 


Cotton 


Cotton production has historically been the driving force of the Chadian 
econany, accounting for 70 percent of export earnings and providing the 
raw materials for the textile industry. Cotontchad, a mixed public 
enterprise, manages most aspects of cotton production, fran the import 
of seeds to the export of ginned cotton. The 1985 worldwide drop in 
cotton prices in conjunction with the decline in the value of the U.S. 
dollar and the severe mismanagement of Cotontchad resulted in losses of 
CFA francs 20 billion. By the end of 1988, Cotontchad was $15 million 
in arrears. A restructuring effort may turn the tide; already 1,800 
workers have been laid off, production limited to 100,000 prime 
hectares, operating gins reduced from 22 to 6, and a new pricing system 
introduced to encourage greater efficiency. The production cost per 
kilo of ginned cotton has been reduced from FCFA 792 in 1985/86 to an 
estimated FCFA 480 during 1988/89. Cotontchad's austerity measures also 
helped to cut the level of arrears from FCFA 4.8 billion in 1988 to an 
expected FCFA 2.0 billion in 1989. Cotontchad officials, aided by a 
small rise in world cotton prices, hope to break even during the 1989/90 
campaign. By May 1990, Cotontchad had received commitments for 80 
percent of its expected 1990 production of 132,800 MT. 


Manufacturing 


Following a drop in consumer purchasing power in the relatively populous 
southern Chad, the country's manufacturing sector experienced an 
across-the-board decline in production. At present, the five most 
important enterprises are Cotontchad, which also operates an oil mill 
and a soap factory; the National Sugar Company, Societe Nationale 
Sucriere du Tchad (SONASUT); Chad's brewery, Brasseries du Logone (BDL); 
the National Textile Company, Societe Textile du Tchad (STT); and the 
National Cigarette Company, Manufacture de Cigarettes du Tchad (MCT). 
Although overall manufacturing levels for 1989 fall short of previous 
all-time highs, all major Chadian manufacturers save MCT registered 
gains during 1988, and both Cotontchad and SONASUT surpassed their 
previous 1985 bests. The value-added at constant prices for the Chadian 
manufacturing sector increased 22 percent between 1988 and 1989 and is 
expected to rise another 4.4 percent in 1990. 


Some elements of the manufacturing sector are exposed to keen 
competition from Nigeria. Illegal border trade creates opportunities to 
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exploit the difference between the hard currency CFA franc and Nigeria's 
devalued Naira. The effect on Chadian production is compounded by the 
practice of selling these goods in informal markets -- where no taxes 
are paid -- at lower prices that undercut domestic production. During 
January and February 1990, STT was forced to close its factory because 
its products were being undercut by smuggled Nigerian cloth, and at the 
reduced earnings level STT was subsequently unable to pay its 

creditors. SONASUT is sufficiently concerned with the smuggling 
situation that it funds government border patrols to interdict smugglers. 


Transportation 


One of the factors severely hampering econamic development in landlocked 
Chad is an inadequate transportation infrastructure. There are no 
railroads or river ports and only 70 kilometers of paved roads which are 
in good condition. There are 3,444 kilometers of "improved" dirt roads 
providing access to same of the vast hinterland, but many of these roads 
are impassable during the rainy season. Chad has a permanent road link 
with neighboring Cameroon provided by a bridge across the Logone River 
near N'Djamena. In addition to the bridge, two small ferries operate 
between N'Djamena and Kousseri, Cameroon. During 1989/90, approximately 
30 kilometers of road between N'Djamena and Djeramaya were paved, and 
the construction of a paved road along the 150 kilometer stretch between 
N'Djamena and Guelendang is under way. Chad's 1990 budget allocates 
FCFA 23.2 billion for reconstruction and rehabilitation of existing 
roads, a 54 percent increase over 1989 budget allocations for this 
purpose. 


The only airports in Chad capable of handling modem jet aircraft are 
the international airport in N'Djamena and the airport in Abeche. Only 
the N'Djamena airport's runway can accommodate Boeing 747 aircraft. 
Smaller airports suitable for propeller aircraft are located in Sarh, 
Moundou, Faya Largeau, Abeche, Mongo, Doba, and Bongor. The French are 
refurbishing the runway at Faya Largeau to accommodate jet aircraft. 


Energy 


Petroleum products imported from Nigeria and Cameroon supply the bulk of 
the energy needs for the modern sector of the Chadian economy. The 
Chadian Government spends between FCFA 12-15 billion on fuel imports 
annually, and the sales of the top three oil importers in Chad -- Shell, 
Total and Mobil -- were approximately 66,151 cubic meters in 1989. 

These three companies possess the only significant storage facilities 
and distribution networks in Chad. Other companies -- SOMEX, STCPP and 
PETRODIS -- are only marginally important. There also exists a large 
informal market of petroleum products, fed by imports from Nigeria and 
Cameroon, which escape taxation or price controls. This market 
significantly undercuts the official price of CFA 290 per liter for 
premium gasoline. 


Following the renewal of its concession in southern Chad through two 
consecutive five-year leases, Esso Chad initiated operations to 
determine the extent of confirmed petroleum deposits in the Sedigi 
fields in the Lake Chad region and in the Doba Basin in southern Chad. 
In late 1989, results from independent studies confirmed the 
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availability of sufficient reserves to make exploitation of the Sedigi 
fields econamically feasible. The reserves are estimated at 11 million 
barrels of recoverable crude oil, enough to support production of 2,000 
barrels per day for 15 years. The World Bank, in conjunction with the 
Shell consortium partner, will finance the construction of the 
Sedigi-N'Djamena pipeline, a micro-refinery, and power plant in 
N'Djamena. The Sedigi reserves should be sufficient to meet most of 
Chad's domestic requirements for petroleum. Esso Chad has completed 
extensive testing and sane drilling at the Doba basin site. Esso Chad 
officials are cautiously optimistic that the reserves in southern Chad 
will also prove to be commercially exploitable. 


Foreign Trade 


The partial recovery of Cotontchad has contributed significantly to 
reducing Chad's trade deficit from $116.3 million in 1987 to $84.3 
million in 1988. According to government statistics, the trade deficit 
will remain stable, increasing to $88.9 million in 1989 and $90.3 
million in 1990. Chad will continue to depend disproportionately on 
cotton exports. Chad's second largest export is beef on the hoof. 
Cattle are driven across the border to Cameroon, the Central African 
Republic and Nigeria. Livestock accounted for nearly $41 million in 
exports in 1989 and is expected to reach $49.2 million in 1990. The 
size and importance of this trade is not accurately reflected in Chad's 
balance of payments since up to 70 percent has traditionally been 
exported illegally to avoid taxes and duties. Other exports, which 
consist mainly of textiles, beer, and hides and skins, have accounted 
for approximately 20-24 percent of export receipts since 1985. Total 
export receipts rose almost 9 percent in 1989, from FCFA 42.9 billion to 
46.6 billion, and are expected to increase by another 10 percent in 1990. 


In 1988, approximately 40 percent of Chad's imports fell under the 
rubric of official aid programs (including concessional loans). 
Food-related imports peaked in 1985 at $53 million, but fell by almost 
three-fourths in 1986 to $17 million. Food imports in Chad have 
declined steadily from 205,000 MT in 1985 to 18,000 MT in 1988, and food 
imports continued to decline in 1989. Chad's principal commercial 
import is fuel from Nigeria and Cameroon. Chad also imports building 
materials, light machinery, vehicles, and consumer goods fram France, 
Nigeria and Cameroon. 


While Chad continues to maintain close commercial ties with France for 
products such as telecanmunications equipment and pharmaceuticals, 
Cameroon and Nigeria have replaced France as leading sources of 
imports. In recent years, import values have increased slightly from 
$228.3 million in 1988 to $234.0 million in 1989, with import values 
projected to be at $264.4 million in 1990. 


Government Finance 


Government expenditures continue to grow as the government attempts to 
increase civil service salaries fran the 1967 wage scale to the 1986 

wage scale. Expenditures for salaries alone increased $15.6 million in 
1989. 1990 recurrent budget expenditures were marked by a 5.9 percent 
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decrease over 1989 levels, in contrast to the 36 percent increase in 
1989 expenditures over 1988 levels. The 1989 deficit reached FCFA 13.4 
billion, but is expected to decline in 1990 to only FCFA 6.6 billion. 


Foreign Debt 


As a result of earlier political instability and limited natural 
resources, Chad had been one of Africa's least indebted countries. 
However, total external debt rose by almost 16 percent from 1988 to 1989 
from $314 million to $ 363.1 million. External debt was 24.9 percent of 
GDP in 1988. However, in 1990 total external debt is expected to reach 
$491.1 with debt service payments of $16.7 million. 


Implications for the United States 


A poor transportation infrastructure, small markets, traditional trade 
links, use of the French language, and limited financial resources have 
greatly limited U.S. business activities in Chad. Chadian businessmen 
have traditionally looked to France and more recently Nigeria and 
Cameroon as trading partners. Chad's nascent textile, tobacco and sugar 
industries are heavily protected, and there is little market for the 
high technology products produced by many American firms. 


Despite these challenges, U.S. firms have sold agricultural and computer 
equipment in Chad. All of the gins used by COTONCHAD are American 
made. Some IBM data processing systems are employed by the government 


and SONASUT. Caterpillar heavy construction equipment has been 
purchased through USAID's Strengthening Road Maintenance project. The 
best new-to-market sales opportunities are the projects financed by the 
World Bank and other donor agencies. U.S. firms in the fields of 
construction, engineering, agribusiness and public health that have 
experience operating in the third world may be interested in bidding on 
projects financed by multilateral donors. 


The Government of Chad welcomes foreign investment. Real estate 
concessions, custans and public utility privileges, and tax incentives 
are available to investors willing to develop agricultural, industrial, 
mining and petrochemical projects. Tax incentives guaranteed for 25 
years are offered to investors willing to cammit at least FCFA 1 billion 
(currently about $3.2 million)to a project. For investors committing 
lesser amounts, guarantees of shorter duration are offered. Customs 
benefits and tax incentives are also available to investors willing to 
reconstruct some of the hundreds of homes and buildings damaged by the 
fighting in N'Djamena from 1977 to 1982. 


* U.S. Government Printing Office : 1991 - 282-906/20021 
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